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1FEDERAL COMMUNICATIONS COMMISSION
An order extending the time for filing reply ccmnents to a proposed rule to revise the 
Uniform System of Accounts and Financial Reporting for certain telephone ccmpanies, 
has been issued by the FCC. The FCC proposal will, if adopted, revise the Uniform 
System of Accountants for Class A and Class B Telephone Companies. The reply 
ccnment period has been extended to 7/3/85. For further information contact John 
Curry at 202/634-1813.
GENERAL ACCOUNTING OFFICE
It is time for the accounting profession to "reexamine" positions as outlined in recent
AICPA testimony before Congress on the reasons for "actual audit failures", accord­
ing to an address by Mr. John J. Cronin, Jr., Director, Audit Quality Task Force, 
U.S. General Accounting Office, before the National Intergovernmental Audit Forum 
in Washington, D.C. Mr. Cronin analyzed portions of the 3/6/85 AICPA testimony 
before the House Energy and Carmerce Subcommittee on Oversight and Investigations 
and concluded that the profession needs to reexamine the idea that "actual audit 
failures are generally the result of honest human error on the part of individual 
auditors rather than a reflection of the general quality of work by their firm or 
the profession." Mr. Cronin stated that "one has only to examine the list of almost 
two dozen major audit failures in the past two years to conclude that maybe the 
time has arrived for the profession to reexamine the use of the word generally."
Mr. Cronin then quoted fron a prior speech of Mr. L. Glenn Perry, the former Chief 
Accountant of the SEC's Division of Enforcement which catalogued some reasons for 
audit failure. These included scope restrictions, including the auditor agreeing 
not to confirm certain receivables; incompetence, including inadequate levels of 
training or experience necessary for the engagement; auditing by conversation which 
involves taking the word of management without independent verification; not criti­
cally evaluating transactions and lack of objectivity or skepticism. Turning to the 
question of "how  then does all this affect the quality of governmental auditing",
Mr. Cronin suggested that a current lack of public outcry does not signify the 
lack of a problem. "Quite the contrary", he stated, "the warning signals have been 
raised a decade or more by the Federal and state community but few have listened."
Mr. Cronin concluded by asking for the support of the Congress, the Inspector 
General com munity, the state and local audit co mmunity, the AICPA, and the entire 
profession. He then issued two challenges to the members of the accounting profes­
sion: report abuses to the appropriate regulatory authority and "do your best to 
improve our profession and its image."
OFFICE OF MANAGEMENT AND BUDGET
Seriously delinquent loans owed the Federal Government will be turned over to collection
agencies or the Justice Department, Federal payments to individuals will be offset 
to recover delinquent debts, and the credit histories of applicants for Federal 
loans will be carefully screened under strict new rules governing Federal credit 
announced this week by David A. Stockman, Director of the Office of Management and 
Budget. "The Federal Government is the Nation’s largest lender— we can no longer 
afford to manage our accounts like a ’Man and Pop* operation," stated Stockman. 
Delinquent receivables are now running almost $50 billion, and write-offs more than 
$3.7 billion, each year. Government loans and loan guarantees outstanding are 
expected to exceed $650 billion this year. "The Administration has sought to elimin­
ate a number of direct loan programs, cap the others, and stem the growth of guar­
anteed loans," Stockman continued. "Now what we want to do, through management 
improvements being implemented under Reform '88, is manage what remains in a busi­
ness-like way."
2TREASURY, DEPARTMENT OF
Deductions in Excess of $5,000 Claimed for Certain Charitable Contributions of Property
and Information Reporting by Donees Who Make Certain Dispositions of Donated Pro­
perty is the title of proposed IRS regulations which will be the subject of a public 
hearing (see the 5/29/85 Fed. Reg., pp. 21860). The proposed regulations would 
amend the Income Tax Regulations under section 170 and section 6050L. The public 
hearing will be held on Friday, 6/28/85 beginning at 10:00 a.m. in the IRS Audito r­
ium, seventh floor, 7400 Corridor, Internal Revenue Building, 1111 Constitution 
Avenue, N.W. Washington, D.C. For further information contact B. Faye Easley at 
202/566-3935.
SPECIAL: CONGRESSIONAL HEARINGS ON PRESIDENT’S TAX PROPOSALS
Public hearings on the "President's Tax Proposals to the Congress for Fairness, Growth,
and Simplicity" have been announced by the Senate Finance Committee and by the 
House Ways and Means Committee. The Senate Finance Committee schedule is as 
follows: 6/11/85, Treasury Secretary James Baker III will present the President’s 
proposal; 6/12/85, testimony by IRS Commissioner Roscoe Egger; 6/13/85, invited 
national business leaders; 6/17/85, public witnesses to testify on the proposal’s 
impact on those below the poverty line; 6/18/85, witnesses to testify an whether 
corporations should pay a higher percentage of the income tax burden. The hearings 
are currently scheduled to begin at 9:30 a.m. each day in Roan SEX-215 of the Dirk- 
sen Senate Office Building. The schedule for the House Ways and Means Cannittee 
is as follows: 6/4/85, invited chief executive officers; 6/5/85, IRS Commissioner 
Roscoe Egger; 6/6/85, effect of the bill on lower income levels; 6/7/85, consumer 
groups; 6/11/85, economists; 6/12/85, labor organizations; 6/13/85 and 6/14/85, 
capital formation issues. These hearings are currently scheduled to begin at var­
ious times in Room 1100 of the Longworth House Office Building.
In a related matter, a copy of the President’s tax proposals is available for 
sale by the U.S. Government Printing Office, Washington, D.C. 20402. The cost is 
$18.00 and the stock identification number is 048-000-00373-7. The GPO will accept 
phone orders (VISA or MasterCard) at 202/783-3238.
SPECIAL; ACCOUNTANTS AND THEIR PERFORMANCE UNDER SCRUTINY
"Accountants and Their Performance Under Scrutiny" was the title of remarks of Rep.
John D. Dingell (D-MI), Chairman, House Energy and Commerce Committee before the
Machinery and Allied Products Institute in Washington, D.C. on 5/30/85. Rep. Dingell 
began his remarks by stating that his Energy and Commerce Oversight and Investi­
gations Subcommittee had begun an inquiry into the accounting profession and its 
performance and that the purpose of the Subcommittee "is to develop an information 
base from which legislation can be crafted if it is found to be needed." He con­
tinued, "Sometimes, we hope that oversight by itself can have a salutary result on 
individual situations into which we inquire. The best of all worlds would have the 
accounting profession— of its own motion— improve audit integrity." Rep. Dingell 
then observed that while some may feel legislation is imminent, his Subcommittee is 
still in the first stages of its inquiry. He stated, "Let me observe that there are 
already many excellent laws on the books. The purpose of oversight is to see that 
they are properly enforced and, as well, that the actual language of the law con­
tinues to serve the policy goals intended." Turning to the issue of SEC over­
sight of the accounting profession, Rep. Dingell said that while the SEC has pro­
fessed to have significant authority in the accounting area, he believes the current 
Commission "has been extremely reluctant to use these authorities, despite an im­
pressive list of significant failures in the past few years." Stating that he was
3"not sure" that he shared the SBC's "great faith" in the profession's self-regula­
tory system, Rep. Dingell continued, "To those who have claimed that the accounting 
profession is innocent in issuing a "clean" opinion in a case where management of 
the corporation audited has not been forthccming, I should only say that it is the 
auditor's special responsibility under the law to make sure that a company's finan­
cial statement is honest and complete." Rep. Dingell stated that his Subcommittee 
would continue its hearings until it had sufficient information to evaluate the 
present auditing and accounting system.
SPECIAL: WHITE HOUSE CONFERENCE ON SMALL BUSINESS
AICPA Small Business Committee Chairman Bruce Harper, Houston, Texas and Ed Pendergast,
Chairman, Task Force on the White House Conference, Boston Massachusetts, have been
appointed to a "Working Group" or a steering committee formed by the Honorable Jack 
Courtemanche, Executive Director, National White House Conference on Small Business. 
The White House Conference will take place August 1986 in Washington, D.C. Prior 
to the national conference, meetings will be held in each state to discuss issues 
and elect delegates. These meetings will begin August 1985 and conclude by May 1986. 
Specific dates for state meetings will be announced June 19 by the White House, 
identified issues to be discussed in breakout sessions at the state conferences and 
the national conference are: procurement, taxation, education and training, finance, 
regulation and paperwork, economic policy, and international trade.
For additional information please contact Gina Rosasco or Nick Nichols at 
202/872-8190.
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